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GENERAL FUND REVENUE ESTIMATES

PURPOSE OF REPORT

17-7-140, MCA, provides a procedure to be implemented by the Governor in the event of agenera fund budget
deficit. Inthe event of abudget deficit, the Governor isrequired to reduce spoending in an amount sufficient to bring
the projected ending fund balancefor the year to at least 1 percent of dl generd fund gppropriationsfor the biennium.
On April 18, 2002, the Governor’ s Budget Director initiated preliminary action to implement spending reductions by
requiring agenciesto submit proposasfor reductions. OnMay 24, 2002 asrequired by statute, the Budget Director
issued revised generd fund revenue estimates and alist of budget reduction recommendations to both the Governor
andtheLegidative Fiscd Anays. Theexecutiveisrequired to alow the Revenue and Transportation and Legidative
Finance Committees 20 days to provide responses to the revenue estimates and the proposed reductions,

respectively, before the Governor takes find action.

The purpose of thisreport isto provide the Revenue and Transportation Committee (RTC) asummary of thegenerd
fund revenue estimates as projected by the executive and by your Legidative Fiscd Divison (LFD) staff and the
differences. Asdiscussed inthisreport, there areanumber of dynamic economic conditionsthat may changethefind
outcome of revenue projections for the 2003 biennium. Of primary concern is the uncertainty of individua and
corporation income taxes, which have shown a sgnificant downward trend.

Legidative Role

The fina assessment of the budget deficit projection and the required spending reductions is determined by the
Governor, but statute requires specific communication with the Legidative Branch and an opportunity for legidative
input prior to making thefina directive. The Legidative Finance Committee (LFC) must be afforded the opportunity
to comment on planned spending reductions and the RTC must be afforded the opportunity to comment on the
revenue estimates used to determine the deficit. The Statutory requirement for legidative interaction and input is
summarized as follows:
0 Agenciesmust submit their assessment of spending reductionsto the Legidative Fisca Analyst (LFA) &t the
sametimethey are submitted to the Office of Budget and Program Planning (this submission occurred on May
10).
0 The Governor’s Budget Director shdl provide a copy of hisrecommendationsto the LFA at the sametime
they are submitted to the Governor (this occurred on May 24).
0 TheLFC has 20 days from the time the planned reductions are submitted to the LFA to meet and make
recommendations to the Governor (scheduled for June 13).
0 TheLFA must provide acopy of hisreview of the proposed spending reductions to the budget director at
least 5 days before the LFC meseting (scheduled for ddlivery on June 7).
0 The Governor’'s Budget Director must notify the RTC of the estimated amount of the genera fund revenue
shortfal below the revenue estimate established in the revenue estimating resol ution for the affected biennium
(this occurred May 24).
o The RTC has 20 days from natification of the revenue shortfdl to provide the Budget Director with any
recommendations concerning the revenue estimates (scheduled for June 14).
0 The budget director must consider the recommendations of the RTC prior to certifying a projected genera
fund deficit.
0 The Governor must consider the recommendations of the LFC prior to directing spending reductions.
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It should be noted that any action taken by the RTC at the June meeting isin an advisory capacity only and does not
change the revenue estimates as adopted by the Fifty-seventh Legidature.

| mplementation

Asdiscussed above, the actud certification of abudget shortfall and theimplementation of Spending reductions cannot
occur until after the opportunity is afforded for legidative input from the prescribed interim committees. Thismeans
the reductions cannot occur until after June 14 when the committees have concluded their assessment. Since the
spending reductionsarefor fiscal 2003, which beginson July 1, 2002, it isanticipated the certification and directiveto
reduce spending will be made prior to that dete. The Governor’ sBudget Director has estimated that the actionwill be
taken on about June 21, after alowing about oneweek to consider legidative recommendations and to determinethe
findl assessment of the revenue shortfall.

HousE JOINT RESOLUTION 2

During November 2000, prior to the convening of the Fifty- seventh Legidature, the RTC formally adopted economic
assumptionsand the associated revenue estimatesfor fiscal 2001, 2002 and 2003. Thisprocessisin accordancewith
5-18-107, MCA, which dates that these estimates “condtitute the legidature's current revenue estimates until
amended or until fina adoption of the estimates by both houses.” The actions taken by the RTC wereincorporated
into HIR 2 and were introduced at the beginning of the Fifty-seventh Legidature. During thelegidative process, the
legidature adopted HIR 2 with some adjustments to the recommendations offered by the RTC.

Figure 1
Figure 1 shows the tota genera fund Revenue Estimate Adjustments by 57th Legislature
impact of the adopted adjustments by General Fund
source of revenue. For the three-year In Millions
period, fiscal 2001 throuQ_h 2003, totdl Estimated  Estimated  Estimated  Estimated
generd fund revenue estimates were | source of Revenue Fiscal 2001 _ Fiscal 2002 Fiscal 2003 3-Year Total
increased by $24.1 million from the
recommendations of the RTC Individual Income Tax $3.974 $5.608 $2.005 $11.587
' Corporation Income Tax 3.500 (0.750) (0.750) 2.000
] Telecommunications Excise Tax 4.690 1522 1421 7.633
Figure 2 shows the amended tota | public Institutions Reimbursements 0.614 1.938 1.964 4516
edimates by source of revenue as Wildfire Reimbursements (2.322) 4170 0.000 1.848
containedin HIR 2. Actua fiscal 2000 Public Qontractor's Tax (1.639) (1.371) (1.521) (4.531)
. . U.S. Mineral Royalty 6.038 (5.000) 0.000 1.038
collections are shown, aong with
projections for fiscal 2001 through | Total General Fund $14.855 $6.117 $3119  $24.091
2003.
Legislative Fiscal Division 2 Executive Spending Reductions Proposal
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Figure 2
House Joint Resolution 2
General Fund Revenue Estimates
In Millions

Percent Adj. Actual Estimated Estimated Estimated Estimated Estimated Cumulative
Source of Revenue of Total * Fiscal 2000 Fiscal 2001 Fiscal 2002 Fiscal 2003 Fiscal 00-01 Fiscal 02-03 % of Total
1 Individual Income Tax 4437% $516.262 $545.356 $575.077 $598.531 $1,061.618 $1,173.608  48.70%
, Property Tax 16.69%  194.197  175.065 173.754  178.828  369.262  352.582  63.34%
3 Corporation Income Tax 7.79% 90.683 74.626 72.903 74394 165309 < 147.297  69.45%
4 Vehicle Tax 0.00% 0.000 0.000 0.000 0.000 0.000 0.000  69.45%
5 Common School Interest and Income 3.81% 44.296 47.924 42.621 43.600 92.220 86.221  73.03%
6 Insurance Tax & License Fees 3.38% 39.334 40.810 42.656 44.030 80.144 86.686 76.62%
7 Coal Trust Interest 3.37% 39.195 39.117 39.133 39.043 78.312 78.176 79.87%
¢ US Mineral Royalty 1.65% 19.243 27.845 21.756 20.474 47.088 42230  81.62%
o All Other Revenue 1.76% 20.488 48.460 34.232 19.462 68.948 53.694  83.85%
10 Tobacco Settlement 2.99% 34.804 15.677 18.925 19.147 50.481 38.072  85.43%
11 Telecommunications Excise Tax 0.55% 6.366 21.523 18.756 19.113 27.889 37.869  87.00%
12 Video Gambling Tax 1.19% 13.851 13.828 13.796 15.107 27.679 28.903  88.20%
13 Treasury Cash Account Interest 1.38% 16.088 17.703 14.696 14.127 33.791 28.823 89.40%
14 Estate Tax 1.64% 19.039 19.691 17.118 10.097 38.730 27.215  90.52%
15 Oil & Natural Gas Production Tax 0.98% 11.363 14.188 12.407 11.985 25.551 24,392 91.54%
16 Motor Vehicle Fee 1.01% 11.716 12.954 11.772 12.004 24.670 23.776  92.52%
17 Public Institution Reimbursements 0.97% 11.345 11.755 12.521 12.932 23.100 25.453  93.58%
18 Coal Severance Tax 0.82% 9.502 8.918 9.073 9.058 18.420 18.131  94.33%
19 Liquor Excise & License Tax 0.62% 7.172 7.534 7.925 8.383 14.706 16.308 95.01%
20 Cigarette Tax 0.73% 8.464 8.222 8.057 7.889 16.686 15946  95.67%
»1 Investment License Fee 0.46% 5.390 6.081 6.580 7.119 11.471 13.699  96.24%
2 Lottery Profits 0.50% 5.841 6.197 6.281 6.372 12.038 12.653  96.76%
23 Liquor Profits 0.51% 5.900 5.659 5.977 6.267 11.559 12.244  97.27%
24 Nursing Facilities Fee 0.52% 6.055 5.533 5.547 5.575 11.588 11122  97.73%
25 Foreign Capital Depository Tax 0.00% 0.000 0.000 0.000 0.000 0.000 0.000 97.73%
26 Electrical Energy Tax 0.41% 4.829 4.562 4.644 4.664 9.391 9.308 98.12%
27 Metalliferous Mines Tax 0.23% 2.703 4.063 4.706 4.553 6.766 9.259  98.50%
28 Highway Patrol Fines 0.35% 4.028 4.096 4,166 4.237 8.124 8.403  98.85%
29 Public Contractors Tax 0.19% 2.162 1.887 2.441 2.478 4,049 4919  99.06%
30 Wholesale Energy Tax 0.16% 1.895 3.500 3.568 3.614 5.395 7.182  99.36%
31 Tobacco Tax 0.17% 2.017 2.137 2.265 2.400 4,154 4.665  99.55%
3o Driver's License Fee 0.20% 2.333 2.165 2.178 2.194 4.498 4.372 99.73%
33 Railroad Car Tax 0.18% 2.101 1.665 1.688 1.718 3.766 3.406 99.87%
34 Wine Tax 0.09% 1.017 1.059 1.107 1.156 2.076 2.263  99.97%
35 Beer Tax 0.03% 0.370 0.386 0.403 0.421 0.756 0.824  100.00%
36 Telephone License Tax 0.30% 3491 0.000 0.000 0.000 3.491 0.000  100.00%
37 Long Range Bond Excess 0.01% 0.101 0.000 0.000 0.000 0.101 0.000 100.00%
Total General Fund 100.00% $1,163.641 $1,200.186 $1,198.729 $1,210.972 $2,363.827 $2,409.701  100.00%

* For Fiscal 2000
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REVENUE | MPACTSOF OTHER L EGISLATION

Figure 3 shows the revenue impacts of legidation enacted by the Fifty-seventh Legidaure. If morethan onebill was
enacted that impactsagiven revenue source, the cumulativeimpact of thebillsis shown for each revenue component.

Figure 3
Revenue Legislation Impacts of 57th Legislature
Total General Fund
In Millions
Estimated Estimated Estimated Estimated Estimated
Source of Revenue Fiscal 2001 Fiscal 2002 Fiscal 2003 Fiscal 00-01 Fiscal 02-03
1 Individual Income Tax $0.000 ($0.082)  ($5.393) $0.000 ($5.475)
2 Property Tax 0.000 (2.783) (2.138) 0.000 (4.921)
3 Corporation Income Tax 8.523 8.640 8.460 8.523 17.100
4 Vehicle Tax 0.000 77.319 77.291 0.000  154.610
5 Common School Interest and Income 0.000 6.082 7.633 0.000 13.715
6 Insurance Tax & License Fees 0.000 0.010 0.020 0.000 0.030
; Coal Trust Interest 0.000 (2.732) (2.767) 0.000 (5.499)
g US Mineral Royalty 0.000 0.000 0.000 0.000 0.000
o All Other Revenue 0.000 (1.517) 3.172 0.000 1.655
10 Tobacco Settlement 0.000 0.000 0.000 0.000 0.000
11 Telecommunications Excise Tax (1.904) 1.497 2.000 (1.904) 3.497
1 Video Gambling Tax 6.914 27.722 30.085 6.914 57.807
13 Treasury Cash Account Interest 0.000 (0.025) (0.025) 0.000 (0.050)
14 Estate Tax 0.000 0.000 0.000 0.000 0.000
15 Oil & Natural Gas Production Tax 0.000 0.000 (0.001) 0.000 (0.001)
16 Motor Vehicle Fee 0.000 13.410 13.688 0.000 27.098
17 Public Institution Reimbursements 0.000 0.000 0.000 0.000 0.000
18 Coal Severance Tax 0.000 0.000 0.000 0.000 0.000
19 Liquor Excise & License Tax 0.000 1.736 1.837 0.000 3,573
20 Cigarette Tax 0.000 0.000 0.000 0.000 0.000
»1 Investment License Fee 0.000 0.000 0.000 0.000 0.000
22 Lottery Profits 0.000 (0.032) (0.194) 0.000 (0.226)
23 Liquor Profits 0.000 (0.146) (0.422) 0.000 (0.568)
24 Nursing Facilities Fee 0.000 0.000 0.000 0.000 0.000
5 Foreign Capital Depository Tax 0.000 0.000 0.000 0.000 0.000
26 Electrical Energy Tax 0.000 0.000 0.000 0.000 0.000
»7 Metalliferous Mines Tax 0.000 0.000 0.000 0.000 0.000
»g Highway Patrol Fines 0.000 0.025 0.025 0.000 0.050
29 Public Contractors Tax 0.000 0.000 0.000 0.000 0.000
30 Wholesale Energy Tax 0.000 0.000 0.000 0.000 0.000
31 Tobacco Tax 0.000 0.000 0.000 0.000 0.000
32 Driver's License Fee 0.000 0.000 0.000 0.000 0.000
33 Railroad Car Tax 0.000 0.000 0.000 0.000 0.000
34 Wine Tax 0.000 0.193 0.201 0.000 0.394
35 Beer Tax 0.000 2.482 2.592 0.000 5.074
36 Telephone License Tax 0.000 0.000 0.000 0.000 0.000
37 Long Range Bond Excess 0.000 0.000 0.000 0.000 0.000
Total General Fund $13.533 $131.799 $136.064  $13.533 $267.863
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Figure 4 shows the revised generd fund revenue estimates by source of reveruewhichisthesum of HIR 2 estimates
and dl legidation impacts. These revised edtimates reflect the officid revenue estimates of the Fifty-seventh
Legidature and are used throughout this report including Part 1.

Figure 4
House Joint Resolution 2 Plus Legislation Impacts
General Fund Revenue Estimates
In Millions

Percent Adj. Actual Estimated Estimated Estimated Estimated Estimated Cumulative
Source of Revenue of Total * Fiscal 2000 Fiscal 2001 Fiscal 2002 Fiscal 2003 Fiscal 00-01 Fiscal 02-03 % of Total
1 Individual Income Tax 44.37% $516.262 $545.356 $574.995 $593.138 $1,061.618 $1,168.133  43.63%
2 Property Tax 16.69% 194197  175.065  170.971 176.690 369.262  347.661  56.61%
3 Corporation Income Tax 7.79% 90.683 83.149 81.543 82.854  173.832  164.397  62.75%
4+ Vehicle Tax 0.00% 0.000 0.000 77.319 77.291 0.000 154.610 68.53%
5 Common School Interest and Income 3.81% 44.296 47.924 48.703 51.233 92.220 99.936 72.26%
6 Insurance Tax & License Fees 3.38% 39.334 40.810 42.666 44,050 80.144 86.716  75.50%
; Coal Trust Interest 3.37% 39.195 39.117 36.401 36.276 78.312 72,677  78.21%
g US Mineral Royalty 1.65% 19.243 27.845 21.756 20.474 47.088 42.230 79.79%
¢ All Other Revenue 1.76% 20.488 48.460 32.715 22.634 68.948 55.349  81.85%
10 Tobacco Settlement 2.99% 34.804 15.677 18.925 19.147 50.481 38.072  83.28%
11 Telecommunications Excise Tax 0.55% 6.366 19.619 20.253 21.113 25.985 41.366 84.82%
1 Video Gambling Tax 1.19% 13.851 20.742 41,518 45.192 34.593 86.710  88.06%
13 Treasury Cash Account Interest 1.38% 16.088 17.703 14.671 14.102 33.791 28.773  89.13%
14 Estate Tax 1.64% 19.039 19.691 17.118 10.097 38.730 27.215  90.15%
15 Oil & Natural Gas Production Tax 0.98% 11.363 14.188 12.407 11.984 25.551 24.391 91.06%
16 Motor Vehicle Fee 1.01% 11.716 12.954 25.182 25.692 24.670 50.874  92.96%
17 Public Institution Reimbursements 0.97% 11.345 11.755 12.521 12.932 23.100 25.453 93.91%
18 Coal Severance Tax 0.82% 9.502 8.918 9.073 9.058 18.420 18.131  94.59%
19 Liquor Excise & License Tax 0.62% 7.172 7.534 9.661 10.220 14.706 19.881  95.33%
20 Cigarette Tax 0.73% 8.464 8.222 8.057 7.889 16.686 15946  95.93%
»1 Investment License Fee 0.46% 5.390 6.081 6.580 7.119 11.471 13.699 96.44%
22 Lottery Profits 0.50% 5.841 6.197 6.249 6.178 12.038 12.427  96.90%
»3 Liquor Profits 0.51% 5.900 5.659 5.831 5.845 11.559 11.676  97.34%
24 Nursing Facilities Fee 0.52% 6.055 5.533 5.547 5.575 11.588 11122  97.75%
25 Foreign Capital Depository Tax 0.00% 0.000 0.000 0.000 0.000 0.000 0.000  97.75%
26 Electrical Energy Tax 0.41% 4.829 4,562 4.644 4,664 9.391 9.308  98.10%
»7 Metalliferous Mines Tax 0.23% 2.703 4.063 4.706 4553 6.766 9.259  98.45%
28 Highway Patrol Fines 0.35% 4,028 4.096 4,191 4.262 8.124 8.453 98.76%
29 Public Contractors Tax 0.19% 2.162 1.887 2.441 2.478 4.049 4919  98.95%
30 Wholesale Energy Tax 0.16% 1.895 3.500 3.568 3.614 5.395 7.182  99.22%
31 Tobacco Tax 0.17% 2.017 2.137 2.265 2.400 4,154 4665  99.39%
3o Driver's License Fee 0.20% 2.333 2.165 2.178 2.194 4.498 4,372 99.55%
33 Railroad Car Tax 0.18% 2.101 1.665 1.688 1718 3.766 3.406  99.68%
34 Wine Tax 0.09% 1.017 1.059 1.300 1.357 2.076 2.657  99.78%
35 Beer Tax 0.03% 0.370 0.386 2.885 3.013 0.756 5.898  100.00%
36 Telephone License Tax 0.30% 3491 0.000 0.000 0.000 3.491 0.000  100.00%
37 Long Range Bond Excess 0.01% 0101 0.000 0.000 0.000 0.101 0.000  100.00%
Total General Fund 100.00% $1,163.641 $1213.719 $1.330.528 $1,347.036 $2,377.360 $2,677.564  100.00%

* For Fiscal 2000
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PROJECTED GENERAL FUND DEFICIT

For thefirg severd monthsfollowing the 2001 legidative session, state generd fund revenues came in even stronger
than projected in the revenue estimate resolution for fiscal 2001, and then held steedy in early fiscd 2002. In
November 2001, the LFD reported a significant downturn in genera fund revenues and a concern that, if the trend
continued, the projected ending fund ba ance would be sgnificantly less than anticipated.

The trend continued to worsen, Figure5
- : Comparison of 2003 Biennium General Fund Balance
and in Ap”_l t_he LFD _reported Post-Session Budget vs. June Revised Budget
that a prdiminary estimate of In Millions
the biennium ending generd
fund balance was $28.0 million. zggj BS_%‘ on 2;‘(?3"?’ June zog’s”f;fe”?e
lennium rennium rennium
This placed the projected
balance near the trigger point Beginning Fund Balance $110.729 $172.897 $62.168
for implementing satutory Revenues
. . C Law R 2,677.566 2,562.963 114.603

mandated spending reductions, urrent Law Revenue (114609
and in subsequent Total Funds Available $2,788.295 $2,735.860 ($52.435)
communications, this office Disbur sements
expressed concerns about a Genera Appropriations 2,274.123 2,274.123

p i . L. Statutory Appropriations 92.195 275.790 183.595
worsening picture.  Declining Local Assistance Appropriations 326.739 (326.739)
individua and corporation Miscellaneous Appropriations 8.483 160.910 152.427
income tax CO| | G:tl onswere the Non-Budgeted Transfers 31.930 37.522 5.592

. f h eed Continuing Appropriations 2611 2611
_prl may reason _Ort e n - to Supplemental Appropriations 13.100 13.100
implement spending reductions. Feed Bill Appropriations 7.028 7.028
Th% two sources are Anticipated Reversions (6.027) (14.269) (8.242
prOJ a:taj to be $1Oll mllllon Total Disbursements $2,734.471 $2,756.815 $22.344
bdow HIR 2 revenue
estimates, or 88.1 percent of Adjustments 2.324 2.324
thetota projected reductionsin _

Reserved Ending Fund Balance $53.824 ($18.631) ($72.455)

generd fund revenues.
L egi dative Pr Oj ecti on, Unreserved Ending Fund Balance $53.824 ($18.631) ($72.455)
2001 Session
Asshown in FI gure 5! the Flfty' New Information Since Adjournment
seventh Legidature projected a
gmd fund endlng fund Shell Oil Audit Settlement 12.841 (12.841)
balance of $538 mllllon on Potential Ending Fund Balance $66.665 ($18.631) ($85.296)
June 30, 2003, which is a

reserve of 2.3 percent of
generd fund appropriations for

the biennium. That projection assumed about a 1.0 percent growth in generd fund revenues after adjustments of HB
124 — the “Big Bill”. The projection assumed a less robust growth pattern than immediate past biennia, but Hill a
congstent growth. Stronger than anticipated revenues at the end of fisca 2001 sgnaed an even brighter

Legislative Fiscal Division 6
Part 2 — Revenue Estimates

Executive Spending Reductions Proposal



picture, with an increased fund baance of $62.2 million, leaving a projected baance on June 30, 2003 of $116.5
million However, asFigure 6 shows, in acomparison of revised executive and LFD projections, there have been a
number of predominantly negativeimpacts on the genera fund bal ance that have sharply reduced the projected fisca
2003 ending generd fund balance.

. Figure6
Revenue Estimates Comparison of 2003 Biennium General Fund Balance
The difference between the Executive Budget vs. L FD Budget
. In Millions
executive and the LFD generd
fund revenue estimates for the Executive LFD Difference
2003 b|enn| um ae$48 mill iOﬂ, 2003 Biennium 2003 Biennium 2003 Biennium
or Only 0.18 percent' Total Beginning Fund Balance $172.850 $172.897 $0.047
gened fund revenues as Revenues
proj ected by the LFD ae Current Law Revenue 2,567.780 2,562.963 (4.817)
exXp ected to be $2_'563 billion Total Funds Available $2,740.630 $2,735.860 ($4.770)
for the 2003 biennium. Disbur sements
General Appropriations 2,272.550 2,274.123 1573
In general bOth the executive Statutory Appropriations 275.230 275.790 0.560
! . Local Assistance Appropriations
and the LFD mdq:)endently Miscellaneous Appropriations 162.840 160.910 (1.930)
examined each revenue source Non-Budgeted Transfers 37.590 37.522 (0.068)
in daa| Fi S:d 2002 yeer-to— Continuing Appropriations 2.290 2611 0.321
. Supplemental Appropriations 5.830 13.100 7.270
dat_e collection trends were Feed Bill Appropriations 7.200 7.028 (0.172)
reviewed as wdl as relevant Anticipated Reversions (15.540) (14.269) 1271
economic conditions.
Total Disbursements $2,747.990 $2,756.815 $8.825
Figure 7 shows the primary Adjustments 2.320 2324 0.004
differences between the two
estimates by revenue category Projected Ending Fund Balance ($5.040) ($18.631) ($13.591)
Mogt of the categories listed in
Fgure 7 could be significantly Executive Proposalsto Reduce Deficit
influenced by collections DOR Residua Equity Transfer 0.400 0.400
received in June and revenue Eliminate DOT Transfer 5.790 5.790
i Agency Reductions (including Judiciary) 23.400 23.400
accruals processed during the Lynch Settlement 0.500 0,500
fiscal yearend closeout period. Legislative Branch Reductions 0250 0350
For example, edtimated tax _ _
q 1 15 Potential Ending Fund Balance $25.400 $11.809 ($13.591)
paymeﬁs_are ue June . or Calculated Target Ending Fund Balance 27.280 27.134 (0.146)
both individua and corporation Projected Budget Gap ($1.880) ($15.325) ($13.445)

income taxes. These payments
will not only impact fina collections for fisca 2002 but will dso affect the outlook for fiscal 2003.

It should be noted thet the primary difference in the “All Other Revenue’ category is because the LFD included
estimated wildfire suppresson cogsin thefisca 2003 expenditure base. Because of thisinclusion, it isexpected that
the generd fund will receive goproximately $1.9 million in federa reimbursement revenue.
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Mogt of the differencesin the other categories are dueto different views of current trends and how these trends will
influence fisca 2003.

The following section generdly explans why differences exist for Figure 7
each of the Categories lised in F|gure 7 2003 Biennium Revenue Estimate Differences
' Executivevs. LFD
I ndividual 1ncome Tax
Individud income tax revenues in fiscd 2002 are well below the
T . . : : : Individual Income Tax $2.262
$575.0 m|II_|on @_tl mate adppted in the 2001 Ieglsla_tlve sesson. Corporation Income Téx (4184)
The executive estimate of income tax revenue for fiscd 2002 is Vehicle Tax 3.629
HTH : ; H Insurance Tax & License Fees (2.254)
$5416 million. _Thg LFD gdlmae is dightly Iowe_r at $538.2 oabeiakiaiig 5 an7
million. The projections for fiscal 2003 are $551.2 million by the All Other Revenue (1.140)
executive compared to $552.4 million by the LFD. Estate Tax _ 1.448
Oil & Natural Gas Production Tax 1.877
Public Institution Reimbursements (1.164)
Both estimates of fiscd 2002 were derived in essentidly the same Remaining Categories 0.996
manner. Dataon year-to-date withholdings, estimated payments, Total Difference $4.817
current year payments, refunds, and accrua swere compared with

year-to-date and final fiscal 2001 collections. The LFD estimate
was based on data through the end of May 2002 while the executive estimate was based on data through May 13,
2002. The table below contains a comparison of these forecast components for fiscal 2002.

Indivdual Income Tax Calculations (in millions)

PerFiscal 2002 — As of the end of May 2002, withholding
cent cent .

Fiscl 2001 LFD _ Change Exeaiiive Change | COIl€Ctionswere up by 3.4 percent compared
Withholding 301453  404.841 34%  405.005 35% | with collectionsthrough May 2001. The LFD
Etimated 161146 144516 -103% 141200  -12.4% : : :

Current Y ear Pays 126125 113770 -08% 115007  -g1o | ColImeleassumes this growth V\_/'" hold truefor
Refunds (137.168) (130923) 20% (135538) -12% | dl of fiscd 2002, The executive growth rate
Accruas 14458 14953  34% 15000  37% | for withholding collections is dightly higher &
Total 556014 538157  -32% 541574  -26% | 35 percent. The find esimated payment in

fiscal 2002 is due June 15. Through May,

estimated payments were down $14.0 million, or 10.3 percent, compared with estimated paymentsthrough May of
last year. The LFD estimate assumes that final fisca 2002 estimated payments will remain 10.3 percnet below last
year. The executive assumesthat estimated collectionswill be $20 million below last year’ slevel, based on a5-year
history of withholding collections through April.

Attheend of May 2002, current year payments (which include paymentsfor cdendar year 2001 ligbilities, extensons,
audits, and pendty and interest) were $108.9 million, $12.4 million below current year paymentsthrough May 2001
Current year paymentsin June 2001 were $4.9 million. The LFD estimate adds this amount to the end of the May
2002 amount to derive current year payments for fisca 2002. The executive estimate assumes an additiona $5.5
million will be collected in June.

Refundsasof June 5, 2002 were $139.9 million, nearly $3.0 million abovetotd fiscal 2001 refunds of $137.2 million.

Refunds in fiscal 2001 contained a fiscal yearend payable accrud of $6.7 million. The Department of Revenue
(DOR) hasindicated that at fiscal yearend 2002 it will reduce the refund accrud to about $100,000. Thisisachange
in DOR' s accounting policy and will result in aone-time increase in income tax collections.
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The LFD fisca 2002 refund estimate assumesthat the June 5 refund tota will remain constant through the end of the
year. The executive estimate is based upon aMay 13 refund total $121.8 million plus an additiona $13.7 millionto
be paid out for the remainder of the year.

Thelast component of theindividua incometax estimateisan accrua for withholding collections expected to be paid
within 60 days beyond the end of the fiscd year. The LFD egtimate assumes an accrud of $14.9 million while the
executive estimate assumes an accrud of $15.0 million. The accrud in fisca 2001 was $14.4 million.

Anedimate of fiscal 2003 collectionsof individud incometax revenuewasadso cdculated. The LFD estimaeadjudts
therevised fiscal 2002 estimate for the one-timerefund accruad change and growstheadjusted fiscd 2002 estimate by
4 percent yielding an estimate of $552.4 million. Theexecutiveestimate of fisca 2003 collectionsis$551.2 million, an
amount that is 3.1 percent above their adjusted fiscal 2002 estimate.

Corporation | ncome Tax

Corrx)raion income tax is mm”’]g in Corporation Income Tax (in millions)
. g .. Adjustments
sgnlflmly below the HIR 2 pl’OjGCIIOﬂ. Fiscal Unusual Bonus One-time Total
Consequently, the projections for this Year  Forecast] Audits  Depreciation Payment G.F.
. LFD 2002 $67.162 $3.750 ($2.986) $4.900 | $72.826
source have been adjusted to better match 2003 $68.594 4,500 (5.051) 68.043
actud collections. Thereisaconsiderable  |Executive 2002  $70.075 3.000 (3.000) 70.075
2003 $67.110 4.500 (5.000) 66.610

difference between the corporation income
tax projections produced by the LFD and
those given in the executive' s revenue estimates. The executive projects fisca 2002 revenues from this source at
$70.1 million as compared to the LFD $72.8 million andfiscal 2003 revenuesat $66.6 million ascompared to $68.0
million.

The LFD uses amodd, which regresses Montana corporation income againgt U.S. pre-tax corporation profits, to
project collectionsfor thissource. For the LFD projection, the most recent U.S. profitswere used with data obtained
from the Wharton Econometric Forecasting Service' sApril 2002 publication. When compared to May 2002 actual
collections and anticipated collections through the end of the fiscal year, this projection gppears accurate.

The executive projection was determined usng year-to-date revenues through May and adding an estimated June
collection of $13.0 million. The executive uses aforecasting mode that includes previousyear collectionsasavaricble
to predict revenues for fisca 2003.

Both the executive and LFD projectionsinclude anumber of adjustments. Among these are an addition for unusua
audit payments and a reduction for the bonus depreciation provision included in the Job Creation and Workers
Assgtance Act of 2002. The LFD additiondly increased the fisca 2002 projection by $4.9 million for a one-time
estimated payment received in February 2002.

Vehicle Tax

HB 124 required that al vehicletaxesbe deposited in the generd fund, beginninginfiscal 2002. TheLFD estimate of
fiscal 2002 vehicletaxesis $69.7 million and executive estimateis$71.4 million. For fiscal 2003, the LFD etimateis
$70.8 million and the executive estimate is $72.8 million.
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The LFD estimate for fiscal 2002 is the result of two methods. One method counted what the State, counties, cities
and schools received in fiscal 2001 and increased this amount by 1.5 percent. The second method smulated the
amount of revenue that would have been collected from the flat fee on light vehicles and thefee in lieu of taxeson
other vehicles based on caendar 2001 vehicle data provided by the Department of Justice (DOJ) database. Both
methods produced estimates very close to $69.7 million. The executive dso smulated collections using the DOJ
database, but grew collections at afaster rate of 2.0 percent to determine the fiscal 2002 estimate.

The LFD estimate for fiscal 2003 was derived by multiplying the fiscal 2002 estimate by 1.5 percent. The executive
increased their fiscal 2002 estimate by 2.0 percent to derive their fiscal 2003 estimate.

Insurance Tax & License Fee

Insurance collections are 10 percent above projections and both the LFD and executive have increased their
projections. For fiscal 2002, the LFD and executive estimates are very close, but for fiscal 2003 the LFD projection
is$1.9 million higher.

Thelegidative estimateisbased on actua collectionsthrough May 2002 for three revenue components. geneticsfee,
premium taxes on fireinsurance, and other premium taxes. For theinsurance projection, the percentage of collections
through this period in fiscal 2001 wasused to inflate May year-to-date collectionsfor fiscal 2002 to $47.4 million. A
three percent growth rate was applied to the fisca 2002 projection to produce the fiscal 2003 estimate of $48.8
million. The executive estimates are aso based on collectionsthrough May 2002 with the fiscal 2003 estimate being
derived from aregresson andysisof tax liability from 1993 through 2002. The executive andysis produces estimates
of $47.0 million for fisca 2002 and $46.9 million for fiscal 2003.

US Mineral Royalty

LFD projections for the U.S. minerd royalty collections differ from the executive estimate in fisca 2002 only. The
executive projection is the same as the HIR 2 estimate of $21.8 million, while the LFD reduced the projection to
$18.4 million.

U.S. Mineral Royalty (in millions)
The LFD projections are based on collections through Fiscal My_%mated Total
May plus estimated amounts for the remainder of the year Year Actual June G.F.
provided by the federd Minerad Management Services. HFP ';‘885 $13'6n3,5a $a-rra %23‘7‘22
Montanaexpected fisca 2002 collectionsof $21.8 million,  |Executive 2002 13635 8121 21.756
but because of a court ordered shutdown of the Mineral 2003 0la 2750

- . * The executive expects collections to be $8.1 million higher
Management Services Internet site, Montana has been for the biennium with the excess going to county governments

receiving estimated, asopposed to actual, paymentsof US ~ nd not to the general fund.

minerd roydties. The order has now been lifted and the

LFD anticipatesthat there will be correctionsto the fiscal 2002 paymentsin fiscal 2003. An opinionissued by Greg
Petesch, Director of Legd Services, indicatesthat if these corrections cause the total amount receivedinfiscd 2003to
exceed the HIR 2 estimate, the excess must be distributed to digible counties under House Bill 226 enacted by the
2001 legidature. The executive projection includes abiennia increase over the HIR 2 estimates of $3.1 million, but
anticipates that this increase will be distributed to digible counties and not to the genera fund based on ther
interpretation of House Bill 226.
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All Other Revenue

Revenue from this sourceis 22 percent above the HIR 2 projections. The biennid difference between the LFD and
the executive projectionsfor this sourceis $1.14 million, with anegligible differencein fiscd 2002 and adifferencein
fiscal 2003 of $1.0 million.

All Other Revenue (in millions) The LFD and executive projections are smilar for
Fiscal Wildfire Additional ~ Total . . “
Year HJR 2 Reimbursements Changes __ G.F. most of the revenue sources contained in the “dll
LFD 2002 $32.715 $1.899 $5380 $39.994|  other” category. Themain reason for thedifference
2003 22,634 0.000 (1.076) 21.558] . T - -
Executive 2002 32.715 0.000 7139 39854 intheprojectionsisan estimation of wildfire costs
2003 22634 0.000 (2.076) 20558 in fiscd 2003 by the LFD. An estimated $7.3

million generd fund expenditurefor wildfire cogtsis
included in the LFD badance sheet. Becauseaportion of the state’ s costsisreimbursed and deposited to the general
fund, the LFD projection for thisrevenue sourceincludes $1.9 million of additiond revenue. Theexecutive projection
does not include any estimate for wildfire cogtsin fiscal 2003 or any reimbursement revenue.

Estate Tax

Estatetax collections are gpproximately 14 percent below the HIR 2 projection. The LFD projectionsdiffer fromthe
executive by $1.4 million for the biennium, with the largest difference in fiscal 2003.

The LFD used two assumptionsin reducing the projectionsfor estatetaxes. Firg, reduced individua wedth hasbeen
demongirated by areduction in fiscal 2002 estate tax collections. Second, revenueswill be adversdly affected by the
federd government’ s passage of the Economic Growth and Tax Rdief Reconciliation Act of 2001 (EGTRR).

Estate Tax (in millions)
. . . . All Other Federal Total
The edimates for the 2003 biennium include Fiscal  Base
adjusgments for the changes in Montana legidation. — nggzr ES;T;;Z AdiUS(t$rge(;17tZ; Eztgtgoo &594
The LFD assumes that the reduced revenues, 14 2003 20.871 ($12.146) (0.913) 7.812
percent, ae a reflection of Chgng& in individual [Executive 2002 22.385 ($7.603) (0.026) 14.756
2003 21,975 ($11.502) (1.174) 9.299 |

weslth and will continue to be afactor through fiscal *Montana legislative impacts, repeal of Montana inheritance tax, and
2003. Additiondly, the effects of the EGTRR, changes in timing of collections.

passed by Congress after the 2001 session, reduced

the 2003 projection further ($0.9 million as determined by the DOR). The primary difference between the LFD and
executive esimates is the base estimate, from which both sets of adjusments were made. The LFD base was
determined with atrend modd, while the executive base was produced with a complex regresson modd.

Oil Production Tax

Generd fund collections of oil production tax revenues are ahead of last year due to dightly higher production and
increased prices. The LFD egtimate of oil production tax revenue for fiscal 2002 is $11.1 million and the executive
edimateis$11.7 million. The mgor reason for the difference is that the executive projects dightly higher ail prices

The LFD egtimate of ail production tax revenue for fiscal 2003 is $10.3 million and the executive etimate is $11.4
million. Thedifferenceismainly dueto adifferencein projected oil prices. The LFD assumesMontanaoil priceswill
be $19.20in caendar 2002 and $18.91 in calendar 2003. The executive assumes Montanaoil priceswill be $21.02
in calendar 2002 and $19.99 in calendar 2003.
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Natural Gas Production Tax

Generd fund collections of natura gasproduction tax revenuesare ahead of last year dueto dightly higher production
andincreased prices. TheLFD estimate of natura gas production tax revenuefor fisca 2002 isequd to the executive
projection, $2.5 million.

The LFD edtimate of natura gas production tax revenue for fiscal 2003 is $2.3 million and the executive estimateis
$2.5million. Thedifferenceismainly dueto adifferencein projected natura gas prices(theexecutiveishigher) andin
production (the executive is lower). The LFD assumes Montana natura gas prices will be $2.68 per MCF in

calendar 2002 and $2.28 in caendar 2003. The executive assumes Montana natura gas prices will be $2.76 per
MCF in caendar 2002 and $2.77 in caendar 2003. The LFD projectsthat production will be 85.8 million MCFin
calendar 2002 and 93.0 million MCF in calendar 2003. The executive projects production of 81.9 million MCFin
caendar 2002 and 86.0 million MCF in calendar 2003.

Public I nstitution Reimbursements

The difference between the executive and LFD projections for public ingtitution reimbursements revenues can be
traced to the antici pated revenues from the M ontana Devel opment Center (MDC) and the Eastmont Human Sarvices
Center. The LFD projects higher revenues from these sources than the executive. The projectionsare $14.6 million
and $14.3 million for the LFD and the executive, respectively, in fiscal 2002, and $15.8 million and $14.9 million for
fiscd 2003.

Public Institution Reimbursements

The LFD relies on information from the Department of Public Hedlth and Fisc(;rll m'l'\'/'lcg‘é)an 4 Tot

Human Services (DPHHS) to estimate this source. The executive Year __Eastmont ___G.E.
prepares their own projections using reimbursements and care days for  |LFD 2002 $11.837  $14.645
. , 2003 12,963 15.749
previous years and plans for future care days provided by DPHHS.  [5cciive 2002 11478 14299
Changes have occurred in the ability to collect Medicaid from the federa 2003 11.902 14933

government, which favorably affected the reimbursement revenues.

Though the HIR 2 projectionsincluded the increased payments, the magnitude of the change wasnot fully recognized.
TheLFD carriesthefisca 2002 projection for MSH and MMHNCC through to 2003 because DPHHS has stated
that collections for fiscal 2003 will be the same as those in fiscal 2002.

REASONSFOR DECLINING GENERAL FUND BALANCES

The revenue stream for the State has undergone a dramatic change in the past eight months. In generd terms, the
revenue downturn can be attributed to adramatic decline in net capita gainsincome dueto the prolonged declinein
theequity markets. Additiona factorsare an economic dowdown that dipped into an economic recession because of
the September 11 terrorist attacks and the economic stimulus act enacted by Congress.

In more detailed terms, the causes of the revenue drop-off are not totaly clear. The primary revenue component
impacted by an economic dowdown and reduced net capital gainsincomeisindividua incometax, which comprises
about 44 percent of al genera fund revenue. Reduced individua and corporation income tax collections comprise
88.1 percent of the total revenue shortfal. They are down 7.4 percent from last year, and the overdl impact is il
unclear sncefind estimated payments are due June 15. The most dramatic decline occurred in April. It will not be
possible to pinpoint specific causes until much later this caendar year when dl returns have been processed and
analyzed. Reduced net capital gainsand investment income are obvious explanations, but the relative contribution to
the shortfal is il unclear.
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The decline in genera fund revenues below projectionsis not unique to Montana— 47 other states have had to take
action to balance their budgets due to declining revenues. Montanawas one of the more mildly affected Satesinthe
wake of terrorist attacks and an economic recesson. The primary factors contributing to the shortfal are discussed
below, along with a comparison to other Sates.

Capital Gains

Capita gainsincome representsthe net income from the sale of assets such asland and equities. Over aseverd year
period, equity vaues have risen dramaticaly, and the state has seen net capital gains income become a sgnificant
portion of individua incometax revenues. Since these revenues have been gradudly built into the Sate revenue base,
the legidature has correspondingly increased the expenditure base. With mgjor adjustments in the equity markets,
however, there has been adramatic declinein net capita gainsincomewhich resultsin areduced individua incometax
base. And what makesthe problem worseisthat even with animproved economy, the net capital gainsincome base
islikely to be permanently “benchmarked” to a new reduced amount. Since this equates to a reduced income tax
base, the state will have to find ways to replace those revenues or reduce state services.

Federal Initiatives — Economic Recovery Stimulus Act

An externd impact on state revenuesthat isaby- product of the economic recession and September 11 terrorist acts
is the passage of the economic stimulus act by Congress. It isestimated by the Department of Revenuethat thisact
will reduce revenues by over $16 million in the 2003 biennium. This act provides for accelerated depreciation of

business equipment purchases as an incentive to buy new equipment. Because the Montanatax code automatically
adjusts for changes in federd tax laws, sate individua and corporation income tax revenues will aso be reduced.

Severd sates have enacted |egidation to de-couple from the accel erated depreciation impact as part of their soluions
to budget shortfdls.

Recession

The country entered an economic dowdown in March 2001 that was exacerbated by the terrorist attacks of

September 11. Severa economic assumptions adopted by the 57" Legidature showed progressive weskening,
particdarly in the later part of fiscal 2002. As an example, the federa discount rate went from 6.0 percent in

February 2001 to less than 1.0 percent in early 2002. The Standard and Poor’s stock index has experienced a
decline over 25 percent. Severa of the sat€ smgor indudtrid facilities have faced avariety of chalengesincluding
energy prices and regulation, and severd have faced bankruptcy or temporary shutdowns. Montana generdly

aurvived the recession with minima impact, yet it hastaken atoll on state revenues. Wage growth appearsto remain
moderate but net capitd gains and investment income are presumed to be declining. And whilethe U.S. recessonis
officialy over, theimpacts are just being fdt in state revenue collections due to the time lag between the impacts of
economic changes and when tax revenues are actualy received.

Comparison with other States

Although thereis abrightening of the overal economic picture, Sates are struggling with large budget deficits. Only
three states are reporting collections that are at or above officia state revenue forecasts. All other states are below
budgeted targets and have had to address abudget shortfdl, including adozen stateswheretax collectionsare below
officia forecasts by over 10 percent. In April in particular, states collected over 20 percent less in income tax
revenues during the year’ s most important month of collections, as compared to last year. Estimated tax payments,
which are an indicator of anticipated receipts in the year ahead, are running over 25 percent behind in the first four
months of 2002 (M ontana sweredown by 14 percent). Further, individua incometax refundsinthefirgt four months
of 2002 are nearly 15 percent above
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2001 refunds (M ontana refunds are up 36 percent). The magnitude of the revenue shortfalsis somewhat puzzling in
view of only amild recesson, and while a drop-off in net capital gainsincomeis consdered to be amagor culprit,
states will not be able to assess the precise causes until individua incometax returns can be andyzed. (The numbers
used in the above comparison are from a report on income tax collections by the Nationad Conference of State
Legidatures and other organizations published in April.)

Lower revenues are the mgjor reason for state budget difficulties, but spending pressures are aso contributing to the
problem. Hedlth care cods are growing a a double digit rate due to inflation, an aging population, and increasing
prescription drug costs. Education and corrections budget demands continue to apply budget pressures. Even prior
to addressing abudget deficit, Montanawas reducing services and associated costsin human services budgetsjust to
stay within appropriated amounts.

FACTORSTHAT MAY AFFECT PROJECTED DEFICITS

There are other issueswith potentia impactsin the 2003 biennium that are contingent upon other occurrences. These
include the potentid tax impact of the sde of Montana Power Company assets, the severity of the 2002 wildfire
season (above LFD projections), potentid generd fund supplementas, and other economic eventsthat could produce
unanticipated changes in revenue projections. 1n the event that any of these become redlity, thereis a potentia for
impactsto the generd fund balance. Whiletheseare not included inthe generd fund baance projections (except for
wildfire suppresson costs in the LFD estimates), it is important that the potentia impacts be consdered in the
legidative ddiberaions of fiscd satus. Each item is discussed briefly below.

MPC Sale of Assets

The Montana Power Company has completed its divestiture of the company’s multiple energy businesses, and has
converted to atelecommunications business, Touch America. Thedivestiture was accomplished through astock sde
and not an outright asset sde. Thetax impact of the divedtitureisnot yet clear and it isunknown whether and to what
degree the sate will see any tax revenuesfrom the sde. The sde could potentialy bring a one-timeinfuson of funds
to the state genera fund.

Wildfire Season

The executive spending reduction plan did not include areserve for anticipated costs of the upcoming 2002 summer
fire season, even though net wildfire coststo the Sate average over $5 million ayear. Inview of thefact that the state
isin the fourth year of drought conditions, experts are predicting a severe wildfire season. Since the likelihood of

incurring a least an average $5 million net cost to the generd fund in fiscd 2003 is very high, the LFD generd fund

estimate includes thisamount as an alowance for wildfire cogts. If an dlowancefor this high probability unbudgeted
expenditure is not included in the spending reduction plan, the ending fund balance will be well below the projected
amount in the executive plan should the costs occur.

Revised Revenue Estimates

State revenue collections have continually worsened as compared to projections since November 2001. It remains
unclear to what extent thedownturnin collections seen infiscal 2002 will continueinto fiscal 2003. Both the executive
and legidative saffswill continueto monitor revenue collectionscosdy. Any unforeseen economic shifts, which could
include terrorist acts, severe drought, or new federd tax legidation could result in revised revenue projections that
could either improve or worsen the current outlook. Since the executive

Legislative Fiscal Division 15 Executive Spending Reductions Proposal
Part 2 — Revenue Estimates



spending reduction plan contemplates only enough reductions in spending to get back to the statutorily minimum
required ending fund balance reserve, any significant downturn could require éther an additiona round of reductions
or aresolution by the legidature in the 2003 session.

COMPARISON FIGURES

Figure 8 shows revenue estimate comparisons by source of revenue between the estimates adopted by the Fifty-
seventh Legidature and those prepared by your LFD staff. As Figure 8 shows, total generd fund revenues for the
2003 biennium are expected to be $114.6 million below the estimates adopted by the Fifty-seventh Legidature.

Figure 9 provides revenue estimate comparisons by source of revenue between the estimates prepared by the
executive and your LFD gaff. AsFigure 9 shows, thetotd differencein the estimatesfor the 2003 biennium isonly
$4.8 million or 18 percent.
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House Joint Resolution 2 Plus L egislation Impacts
57th Legislaturevs. LFD General Fund Revenue Estimates
InMillions
Legidature LFD Legislature LFD Legislature LFD

Adj. Actud  Actua Estimated Estimated Difference Estimated Estimated Difference Estimated Estimated Difference Cumulative

Source of Revenue Fiscal 2000 Fiscal 2001 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-0% Fiscal 02-0% Fiscal 02-03 % of Total

1 Individual Income Tax $516.262 $556.015 $574.995 $538.157 -$36.838 $593.138 $552.404 -$40.734 $1,168.133 $1,090.561  -$77.572  43.80%
2 Property Tax 194197 180050 170971  169.089 -1.882  176.690  174.895 -1.795  347.661  343.984 3677  57.98%
3 Corporation Income Tax 90.683  103.670 81.543 72.826 -8.717  82.854 68.043  -14811  164.397  140.869 -23.528  66.15%
4 Vehicle Tax 0.000 0.000 77.319 69.740 -7579  77.291 70.786 -6.505  154.610  140.526 -14.084  66.15%
5 Common School Interest and Income 44.296 46,846 48.703 46.331 -2.372  51.233 50.228 -1.005  99.936 96.559 -3377  69.84%
6 Insurance Tax & License Fees 39.334 42298 42.666 47.378 4712 44.050 48.799 4749  86.716 96.177 9461  73.17%
7 Coal Trust Interest 39.195 37.660 36.401 36.867 0466  36.276 36.901 0.625  72.677 73.768 1091  76.14%
8 USMineral Royalty 19.243 31.008 21.756 18.409 -3.347 20474 20.474 0.000 42230 38.883 3347  7858%
9 All Other Revenue 20.488 51.836 32.715 39.994 7279 22634 21.558 -1.076  55.349 61.552 6.203  82.66%
10 Tobacco Settlement 34.804 15.989 18.925 18.648 -0.277  19.147 18.854 -0.293  38.072 37.502 0570  83.92%
11 Telecommunications Excise Tax 6.366 18.838 20.253 20.253 0.000  21.113 22,113 1.000  41.366 42.366 1.000  85.41%
12 Video Gambling Tax 13.851 20.891 41.518 43.254 1736 45192 45.021 -0.171  86.710 88.275 1565  87.05%
13 Treasury Cash Account Interest 16.088 21532 14.671 12.424 -2.247 14102 13.370 -0.732 28773 25.794 2979  88.75%
14 Estate Tax 19.039 20.286 17.118 14.794 -2.324  10.097 7.813 -2.284  27.215 22.607 -4608  90.35%
15 Qil & Natural Gas Production Tax 11.363 25.792 12.407 13.613 1206  11.984 12.588 0.604  24.391 26.201 1810  92.38%
16 Motor Vehicle Fee 11.716 12534 25.182 26.233 1051 25692 26.758 1.066  50.874 52.991 2117 93.37%
17 Public Institution Reimbursements 11.345 13554 12.521 14.645 2124 12932 15.750 2818 25453 30.395 4942  94.43%
18 Coal Severance Tax 9.502 8.663 9.073 8.460 -0.613 9.058 8.460 -0.598  18.131 16.920 1211 95.12%
19 Liquor Excise & License Tax 7.172 7.343 9.661 9.444 -0.217  10.220 9.990 -0.230  19.881 19.434 -0.447  95.69%
20 Cigarette Tax 8.464 8.285 8.057 8.096 0.039 7.889 7.927 0.038 15946 16.023 0.077  96.35%
21 Investment License Fee 5.390 5.889 6.580 5.067 -1.513 7.119 5.067 -2052  13.699 10.134 -3565  96.81%
22 Lottery Profits 5.841 6.137 6.249 7.275 1.026 6.178 6.800 0622  12.427 14.075 1648  97.29%
23 Liquor Profits 5.900 5.900 5.831 5.700 -0.131 5.845 5.713 -0.132  11.676 11.413 -0.263  97.76%
24 Nursing Facilities Fee 6.055 5.656 5.547 5.694 0.147 5.575 5.694 0119 11122 11.388 0.266  98.20%
25 Foreign Capital Depository Tax 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000  98.20%
26 Electrical Energy Tax 4.829 4,058 4.644 4.217 -0.427 4,664 4.217 -0.447 9.308 8.434 -0.874  98.52%
27 Metaliferous Mines Tax 2.703 3.417 4.706 3.329 -1.377 4553 3.176 -1.377 9.259 6.505 -2.754  98.79%
28 Highway Patrol Fines 4,028 3.981 4.191 3.933 -0.258 4,262 3.999 -0.263 8.453 7.932 0521 99.11%
29 Public Contractors Tax 2.162 0.792 2.441 2.085 -0.356 2478 2275 -0.203 4.919 4.360 -0.559  99.17%
30 Wholesdle Energy Tax 1.895 3.503 3.568 3.143 -0.425 3.614 3.143 -0.471 7.182 6.286 -0.896  99.45%
31 Tobacco Tax 2.017 2.048 2.265 2.189 -0.076 2.400 2.319 -0.081 4.665 4508 -0.157  99.61%
32 Driver's License Fee 2333 1.896 2.178 2.574 0.396 2.194 2.592 0.398 4372 5.166 0.794  99.76%
33 Railroad Car Tax 2.101 1.556 1.688 1.534 -0.154 1.718 1.537 -0.181 3.406 3.071 -0.335  99.88%
34 Wine Tax 1.017 1.033 1.300 1.212 -0.088 1.357 1.265 -0.092 2.657 2477 -0.180  99.96%
35 Beer Tax 0.370 0.385 2.885 2.834 -0.051 3.013 2.960 -0.053 5.898 5.794 -0.104  99.99%
36 Telephone License Tax 3.491 0.133 0.000 0.033 0.033 0.000 0.000 0.000 0.000 0.033 0.033  100.00%
37 Long Range Bond Excess 0101 0000 0000 0000 0000 0000 0000 0000 0000 0000 0000 100.00%
Total General Fund $1,163.641 $1.260.472 $1,330.528 $1,279.474 -$51.054 $1,347.036 $1,283.489 -$63.547 $2,677.564 $2,562.963 -$114.601  100.00%

Figure8
Legidative Fiscal Division 17 Executive Spending Reductions Proposal

Part 2 — Revenue Estimates



House Joint Resolution 2 Plus L egislation Impacts
LFD vs. Executive General Fund Revenue Estimates
InMillions
LFD Exec LFD Exec LFD Exec

Adj. Actud  Actua Estimated Estimated Difference Estimated Estimated Difference Estimated Estimated Difference Cumulaive

Source of Revenue Fiscal 2000 Fiscal 2001 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-0% Fiscal 02-0% Fiscal 02-03 % of Total

1 Individual Income Tax $516.262 $556.015 $538.157 $541.574 $3.417 $552.404 $551.249  -$1.155 $1,090.561 $1,092.823 $2.262  43.80%
2 Property Tax 194197  180.050  169.089  169.322 0.233 174895  174.392 -0.503 343984 343714 0270  57.98%
3 Corporation Income Tax 90.683  103.670 72.826 70.075 -2751  68.043 66.610 -1.433  140.869  136.685 -4184  66.15%
4 Vehicle Tax 0.000 0.000 69.740 71.364 1624  70.786 72.791 2005 140526  144.155 3629  66.15%
5 Common School Interest and Income 44.296 46.846 46.331 47.578 1247  50.228 48.801 -1.427  96.559 96.379 -0.180  69.84%
6 Insurance Tax & License Fees 39.334 42.298 47.378 47.033 -0.345  48.799 46.890 -1.909  96.177 93.923 2254 7317%
7 Coal Trust Interest 39.195 37.660 36.867 36.897 0.030  36.901 37.146 0.245  73.768 74.043 0275  76.14%
8 USMineral Royalty 19.243 31.008 18.409 21.756 3347 20474 20.474 0.000  38.883 42.230 3347  7858%
9 All Other Revenue 20.488 51.836 39.994 39.854 -0.140  21.558 20.558 -1.000  61.552 60.412 -1.140  82.66%
10 Tobacco Settlement 34.804 15.989 18.648 18.647 -0.001 18.854 18.916 0.062  37.502 37.563 0.061  83.92%
11 Telecommunications Excise Tax 6.366 18.838 20.253 20.060 -0193 22113 21.910 -0.203  42.366 41.970 -0.396  85.41%
12 Video Gambling Tax 13.851 20.891 43.254 43.563 0309  45.021 45,171 0150 88275 88.734 0459  87.05%
13 Treasury Cash Account Interest 16.088 21.532 12.424 13.064 0.640 13.370 13.449 0079 25794 26.513 0719  88.75%
14 Estate Tax 19.039 20.286 14.794 14.756 -0.038 7.813 9.299 1486  22.607 24,055 1448  90.35%
15 Qil & Natural Gas Production Tax 11.363 25,792 13.613 14.259 0.646 12.588 13.819 1231  26.201 28.078 1877  92.38%
16 Motor Vehicle Fee 11.716 12.534 26.233 26.196 -0.037  26.758 26.720 -0.038  52.991 52.916 -0.075  93.37%
17 Public Institution Reimbursements 11.345 13.554 14.645 14.299 -0.346 15.750 14.932 -0.818  30.395 29.231 -1164  94.43%
18 Coal Severance Tax 9.502 8.663 8.460 8.531 0.071 8.460 8.626 0.166 16.920 17.157 0237  95.12%
19 Liquor Excise& License Tax 7.172 7.343 9.444 9.463 0.019 9.990 10.019 0.029 19.434 19.482 0.048 95.69%
20 Cigarette Tax 8.464 8.285 8.096 7.991 -0.105 7.927 7.879 -0.048 16.023 15.870 -0.153  96.35%
21 Investment License Fee 5.390 5.889 5.067 5.074 0.007 5.067 5.411 0.344  10.134 10.485 0351  96.81%
22 Lottery Profits 5.841 6.137 7.275 7.360 0.085 6.800 6.320 -0.480 14.075 13.680 -0.395  97.29%
23 Liquor Profits 5.900 5.900 5.700 5.771 0.071 5.713 5.814 0.101 11.413 11.585 0172  97.76%
24 Nursing Facilities Fee 6.055 5.656 5.694 5.674 -0.020 5.694 5.693 -0.001 11.388 11.367 -0.021  98.20%
25 Foreign Capital Depository Tax 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000  98.20%
26 Electrical Energy Tax 4.829 4,058 4.217 4,506 0.289 4.217 4,506 0.289 8.434 9.012 0578  98.52%
27 Metalliferous Mines Tax 2.703 3.417 3.329 3.329 0.000 3.176 3.408 0.232 6.505 6.737 0232  98.79%%
28 Highway Patrol Fines 4,028 3.981 3.933 4,067 0.134 3.999 4,087 0.088 7.932 8.154 0222  99.11%
29 Public Contractors Tax 2.162 0.792 2.085 1.856 -0.229 2275 1.983 -0.292 4.360 3.839 -0521  99.17%
30 Wholesdle Energy Tax 1.895 3.503 3.143 2.906 -0.237 3.143 3.332 0.189 6.286 6.238 -0.048  99.45%
31 Tobacco Tax 2.017 2.048 2.189 2.225 0.036 2.319 2.356 0.037 4508 4581 0.073  99.61%
32 Driver's License Fee 2.333 1.896 2.574 2.667 0.093 2.592 2323 -0.269 5.166 4,990 -0.176  99.76%
33 Railroad Car Tax 2.101 1.556 1534 1.534 0.000 1.537 1.629 0.092 3.071 3.163 0.092  99.88%
34 Wine Tax 1.017 1.033 1.212 1.189 -0.023 1.265 1.200 -0.065 2477 2.389 -0.088  99.96%
35 Beer Tax 0.370 0.385 2.834 2.801 -0.033 2.960 2.826 -0.134 5.794 5.627 -0.167  99.99%
36 Telephone License Tax 3.491 0.133 0.033 0.000 -0.033 0.000 0.000 0.000 0.033 0.000 -0.033  100.00%
37 Long Range Bond Excess 0101 0000 0000 0000 0000 0000 0000 0000 0000 0000 0000 100.00%
Total General Fund $1.163.641 $1.269.472 $1279.474 $1.287.241 $7.767 $1.283.489 $1.280.539  -$2.950 $2,562.963 $2,567.780 $4.817  100.00%

Figure9
Legidative Fiscal Division 18 Executive Spending Reductions Proposal
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